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INDEPENDENT AUDITGRS' REPCRT

To the Howell Carnegie
District Library Board
Howell, Michigan

We have audited the accompanying financial statements of
the Howell Carnegie District Library as of and for the year
ended June 30, 2008, which collectively, comprise the Library's
basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Howell
Carnegie District Library's management. Our respensibility is to
- express an opinion on these financial statements based on cur
audit.

We conducted our audit in accordance with auditing
standards generally accepted in Lthe United States of America.
' Those standards require that we plan and perform the audit to
obtain reascnable assurance about whether the financial
statements arc free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit alseco includes
assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the respective
financial position of the governmental activities and each major
fund of the Howell Carnegie District Library, as of June 30,
2008, and the respective changes in financial position, thereof
and the budgetary comparisons of the General Fund and the
Contribution and Memorials Fund for the year then ended in
conformity with accounting principles generally accepted in the
United States of Bmerica.



Toe the Howell Carnegie
District Library Board
Page 2

The management’s discussion and analysis, budgetary comparison
information, and the Defined Benefit Pension Plan Trust information on
pages 3 through 8 and 25 through 27 are not required parts of the basic
financial statements but are supplementary information required by the
Government Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inguiries of management
regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and
express no opinion on it. '

Qur audit was conducted for the purpcse of forming ¢pinions on the
financial statements that collectively comprise the Howell Carnegie
District Library’s basic financial statements. The introductory section
and other supplementary information are presented for purposes of
additicnal analysis and are not a required part of the basic financial
statements. The introductory sccticon and other supplemental information
have not been subjecled to the auditing procedures applicd in the audit of
the basic financial statements and, accordingly, we express no opinion on

thein. h g P
) U“Xw , Ca.) - C

Howell, Michigan
Septenber 5, 2008



HOWFLL CARNEGIE DISTRICT LIBRARY

MANAGEMENT'S DISCUSSION AND ANALYSIIS
For the Years Ended June 30, 2008 and
June 30, 2007
{Unaudited)

Using this Annual Repeort

This annual report consists of three parts - management'’s
discussion and analysis (this section), the hasic financial
statements, and reguired supplementary information. The basic
financial statements include information that presents two
different views of the Library.

¢ The first five columns of the balance sheet/statement of
net assets and the statement of revenue, expenditures, and
changes in fund balances/statement of activities include
information on Lhe Library's General Fund, Contributions
and Memorials Fund, Debt Service Fund, Capital Projects
Fund, and the Endowment Fund under the modified accrual
method. The modified accrual method basis focuses on the
current financial resources and provides a more detailed
view about the accountability of the Library's scurces and
uses of funds.

*» The adijustment ccolumn of Lhe financial statements
represents adjustments necessary to convert the fund
financial statemenls Lo the government-wide financial
statements under the full-accrual method. The ‘full-accrual
basis focuses on long-term economic resources,

* The last column provides both long-term and short-term
information about the Library's overall financial status.
The Statement of Net Assets and the Statement of Activities
provide information about the activities of the Library as
a whole and present a longer-term view of the Library's
finances. This column tells how these services were
financed in the short term as well as what remains for
future spending.

The financial statements also include notes that explain some of
the information in the financial statements and provide more
detailed data. The statements are followed by a section of
required supplementary information that further explains and
supports the information in the financial statements.



HOWELL CARNEGIE DISTRICT LIBRARY

MANAGEMENT 'S DISCUSSICON AND ANALYSIS
For the Years Pnded June 30, 2008 and
June 30, 2007

(Unaudited)

Condensed Financial Information

The table below shows key financial information in.a condensed

format:

Current assets
Capital assets
Total assets

Currenl. liabilities
Long-tcrm liabilities
Tolal liakbilities

Nel assets:
Invested in capital assets,
net of debt
Restricted
Unrestricted
lotal net assets

Revenue:
Property taxes
Qther
Total revenue

Expenses

Change in net assets

June 30,
2008
$2,545,168
5,016,142
7,561,310

131,449
192,114
_ 323,563

5,016,142
249,895
1,971,710
$7,237,1747

$1, 665,785
382,040
2,047,825

2,006,380

$__41,445

June 30,
2007

2,467,408
5,036,377
7,503,785

104, 928
202,555
307,483

5,036,377

243,451
1,916,474
7,196,302

1,523,904
405,607
1,929,511

1,908,876

89,635



HOWELL CARNEGIE DISITRICT LIBRARY

MANAGEMENT 'S DISCUSSION AND ANALYSIS
For the Years Ended June 30, 2008 and
June 30, 2007
(Unaudited)

The Likbrary as a Whole

e The Library reports net assets of $7,237,747 and 87,196,302 on a full
accrual basis, as compared to $2,413,719 and $2,362,480 on the
modified accrual basis of accounting, for the years ended June 30,
2008 and 2007, respectively.

s The Library's primary source of revenue is from property taxes. Total
tax collections were $1,665,785 and $1,583,904 representing 81l.3% and
79.7% of total revenue for the years ended June 30, 2008 and 2007,
respectively.

s Salaries and fringe benefits are the largest overall expenditure of
the Library. This expenditure was $1,145,231 and 31,084,454,
representing 57.1% and 56.8% of the Library's total expenditures for
the years ended June 30, 2008 and 2007, respectively.

» Decpreciation expense of $380,877 and $346,403 represents 19.0% and
18.1% of the Library's total expenscs on the full accrual basis, for
the vears ended June 30, 2008 and 2007, respectively.

» Total expenditurcs under the modified accrual method of accounting
were 51,996,586 and $1,836,628 for the years ended June 30, 2008 and
2007, respectively.

The Library's Funds

Qur analysis of the Library's funds are included on pages 9 and 10 in the
first five columns of the respective statements. The first five columns
provide detailed information about the General Fund, Contributions and
Memorials Fund, Debt Service Fund, Capital Projects Fund, and the
Endowment Fund on a modified accrual basis of accounting, which is a short
term perspective measuring the flow of financial resources, — not the
Library’s operations on a full accrual basis of accounting, which provides
a longer term measurement of total economic resocurces. All the Library’s
funds are considered major funds.

The overall fund balance of the Library increased $51,239 during the year
ended June 30, 2008. This represents unspent revenue greater than
eXPEenses.



HOWELL CARNEGIE DISTRICT LIBRARY

MANAGEMENT 'S DISCUSSION AND ANALYSIS
For the Years Ended June 30, 2008 and
Junie 30, 2007
{(Unaudited)

Library Budgetary Highlights

Revenues

» The June 30, 2008 General Fund property tax revenues increased by
$74,596 or 4.7% over the prior year fiscal vyear.

» Total revenues increased by 560,643 or 3.2% over the June 30, 2007
fiscal year.

» Penal fine revenues increased by $9,900 or 5% in the current year.

e State aid revenues decreased by $15,403 or 36% in the current year.

¢ Charges for services decreased by $449 or 4.2% in the current year;

e TInvestment income decreased by 511,916 or 18% in the current year.

e Other revenue and reimbursements increased by 54,233 or 46% in the
current year.

» 'The total amount of the sources of revenue other than property tax
decreased by 513,953 or 4.4% from the June 30, 2007 fiscal vyear.

The June 30, 2008 budgeted revenue for the General bkund was $1,889,871.
The ackual audited revenue for the General Fund was $1,970,966. This is
381,095 or 4.3% higher than was budgeted.

Expenditures

- » The June 30, 2008 General Fund expenditures increased by $42,419 or
Z2.4% over the June 30, 2007 fiscal year. ,

e The largest increase in expenditures was for fringe benefits. Most of

the increase was for the payment of $23,122 (Lo a long time employee
whe retired in June 2008. Most cof this was for a portion of unused
accumulated sick leave. This type of expense is rare because there
are few employees who have much accumulated sick time who gualify for
retirement. There is a reserve fund in place to cover this type of
expense. )

The June 30, 2008 budgeted expenditures for the General Fund were
©$1,889,871. The actual audited General Fund expenditures were 51,785,449,
This is $104,442 or 5.5% lower than was budgeted.

In 2007-08 the library started the process of migrating to a new
Integrated Library Computer System, Millennium by Integrated Interfaces,
Inc., to replace the old system, Classic Dynix, which was 13 years old.
The large expense to install this new system will continue into the 2008-
09 fiscal year.



HOWELL CARNEGIE DISTRICT LIBRARY

MANAGEMENT 'S DISCUSSICON AND ANALYS3IS
For the Years Ended June 30, 2008 and
June 30, 2007
(Unaudited)

Capital Assets & Debt Administration

At the end of the fiscal year, the Library had approximately $5,016,142
(net of accumulated depreciation) invested in land, building improvements,
furniture and equipment, library materials, and construction in progress.

The library purchased property in April 2006 for future additional library
parking. A local engineering firm was hired to help the library go
through parking lot designs, site plan approval, and get estimates for
establishing a parking lot on the vacant land. In the spring of 2007
sericus negotiations began between several private and public entities to
establish a commuter rail line from Howell to Ann Arbor. This could bring
several hundred commuters to downtown Howell every meorning and evening.
Bacause the main commuter stop in Howell is expected to be less than 200
feet from the library’s vacant lot (where the proposcd parking lot will be
going) . Work on the design and cost for this proposed parking lot was put
on held. Tn the next year or so, the library staff and board will work
with the City of Howell and other entities Lo design parking in this
northwest guadrant of downtown Howell to accommodate commuters, shoppers,
as well as library users.

The aging building and grounds systems are causing regular increases in
maintenance costs. Reserve funds are in place to help underwrite some of
the replacement costs for a numbker of big-ticket items such as the heating
and cooling systems. However, changes in revenues and expenditures in the
future will be needed to adequately maintain and improve the
infrastructure as well as it has been done in the last 17 years.

The Library’s long-term debt activity consists of accunulated compensated
employee absences {sick leave) to ke paid to eligible employees if they

are sick or qualified for retirement.

Next Year’s Budget and Millage Rates

The June 30, 2009 General Fund tax revenues are estimated to be flat
{estimated increase of $4,336 or less than ¥%) over the June 30, 2008
audited tax revenues. All other June 30, 20095 revenues are estimated to
decrease from the current year audited revenues except for penal fines
which is estimated to lncrease by a modest 1%. Because conservative
estimates are used, past history shows that actual revenues are generally
higher than the budgeted revenues.



HOWELL, CARNEGTE DISTRICT LIBRARY

MANAGEMENT'S DISCUSSTION AND ANALYSIS
For the Years Ended June 30, 2008 and
June 30, 2007
{Tlnaudited)

The June 30, 2009 General Fund expenditures {minus the “Capital _
Improvement” and “Other” amounts) are budgeted to increase by $119,213 or
6.7% over the June 30, 2008 audited expenditures. Because estimated
expenditures plan for some “worst case scenarios”, past history shows that
actual expenditures are generally lower than the budgeted expenditures.

The June 30, 2008 millage rate of .6920 mills remains the same for the
June 30, 2009 fiscal year.

Contacting the Library’s Management

This financial report is intended to provide ocur citizens, taxpayers,
patrons and donors with a general overview of the Library’s finances and
to show the Library’s accountability for the money it receives. If you
have questions about this report or necd additional information, we

- welcome you Lo conlact the director, Kathleen Zaenger, at (517) 546-0720.



TUAWHIEs Ty Jo Led [pafiaju) UE AR SJUBLEETS [BIDUBLS O} SS10N SUL

LYLEETL pLiree's SJESSE Jau (B0 ]
OLLLIB"L 0LELAE')L papousalun
FAR 2] FAR 1) sasodund Jau0
542 §%2 2a108s 120
LIVES PN |qeptadxa - 51 Ipug
0L ESE ank'esl alqeplusdXMIol - SHUMLMODUT
110} payalsEy
ZrLoLo's ZrL'a1's Y |enides u| parsean)
1S)RSST N
291'5p8°T P92 BOFLLE [153 [Ha s PSE'PGEL &  TI0UEIRE PUNJ PUR SSIMIKEEIT BI0L
- [CTFAEE] 6LLELFT P02 PrETEC G52 LEE'E6 CECET SasuE|eg puny (Eo
- (L15°6a} L1868 £18'89 K - - - pUn} ULy
- (rrszed) rh52ae - ¥r5'zee - - - puny yoafosd euden
- (rLe'spl vLE' - - - iRl . SpUR; SnUanEL [RIRadg
- {9Z6°PLY L} 9Z8'FLE'L - - - - STE'YLP'L puny [eisusgy
wi papodal pajeufsapug)
- (£22'r58) £TL'SE - - - - £TLPGE suomppe [Enden - pajeudisag
IPAAIRS UM
- (2o 1LT} Firi gt FLLaE ] - - - - sasadind JoLyo 30§ parkasay
- (g52) 552 - . 567 - - OIS )R
- (3017¢51) AR -1 %18 - - - - SIWMOPUS 9)qePUSHXIUDN
- (az5'02) 9Z6'0L BOSEH - - LS - SUSp231I09 pue steiBold saAyory
- (1ez'w) LgE'y Loz . . - - suonippe [Endey
110] pEAIRSaY
SSEdUE|eg PUung
SLESSY LINEINTIVE ANN-
£95°CEE yLLZ6L BEFLEL - SPEH - BLE'LE 20258 sapmqe! (el
rLL'ZE) PLEZEL - - - - - - [& ;1oK] sanussne pajesuadwng
‘1qap wie-Huoq
[ A - 527'6d . - - - G928 sasuadxs paniaoy
POLTE - FOL'TE - §T5'82 - BLZLL nZo'as H ajgefed sjunoady
mA e
SILNAYN
[ TECE 29L'skS T obuzaz 6SF°LLE S52 [Ea ps6'PEEt S S)e5SY [RJoL
e’y AT - - - - - - uoneEIdap pETE TN IR Jo 1 'sjasse jeyiden
SYD'§L - gru‘al - - - - SP0'81L spredarg
£O0'C5 L - LM0'EEL - - - - fuTi =1 spumueAsE Jay10 WoL eng
SOR')DEZ . S08°10E'E aro'Esz 9P LI §52 LEL'ZOL 01E528') SIUBLSHALL
§ET'ZE . 55228 - - - ELL'EL 5591 $ ysen
51385Y
BEETECFG (6 moN] |e3oL JUBLMORUT  S10elig pung  S[EUOWSY puR [T
1 e 3 Py feuden BAIAISE BLONNQUILDS  [ISU3D)
e
20azZ "ot INNC
L3557 1IN J0 LNIWIL1VLS

# 133IHS FINYIYE ONNE TTLNINNETACD
AdVIET LO1YLSI0 JITINGYD 113MOH



10

USLURNEYS S G Led Do e S1E SJURLISRES BITUEIS O] SSION UL

LPEISTL RZO'VIEY 6LLPE obZaE Trs'E8T [T 1£Z'6B sbO'BOL'L $ Buspug - sadueeg pung
2089610 e'eee'y 08rEeE’ S16'RPZ [FEF S 618 2R0'Z6 [T Guwbag - seoueieg pung
ShE LY (P66} BEC'LE $90'EL {Lezol) (a5} YL $28°H0L Ses() SO0 pur saumpuadxg {rapun) sas0
BENGS JAIO PUR Sanusasy 1o (Aaumdyea) ssaaxy
" - - - L] - - [ETEY-TH {ss=n) so0un0g Huloueuld 30 EIoL
(apa'eq) - [Fre T - - - - {oFaee] e siysueg Buneisdo
By'es - oro'ce - oyo'eR - - . ur srapsu Bugezdg
Hsasn) sea.nos Bumueud RO
[Tty [vei's) [T 550°%C1 Teze'cst) 1vagh [ 215°58) sanpuzdxy (sapun} saso
sanuaaay jo (Asuanen) $500xa
[ET ThL'B HHG966°1 - [T PTT [ L0 GRE'GRIE san)ipuadxd [eal
Lin'ost L49'0RE E . - - - E uonesasdag
LOL'8L Gl 1% 38 HR'eTT - £5E'9al " Pily [£:YAF N8 fgjing |epden
ZEB'001 - HE00L - - - " Z66'001
938'0Z - 98802 - - - - SBa0E uojjeanpa pue Buies )
£56'8 - £SE"9 - - 559 . 298’ syoedebleys pue saxe]
818'658 L[5 ,2 ]3] 050°015 - - - - o9a‘aLe safiem pue saneEg
8£0'Z79 . |e0'79 - - - - 2EQ°Te sauRuBiUEL pUR sheday
zas's5 1466°212) AL - - - Eb'L SR T (e Uapeul L Bl g
£if'a bt 1] - ek - - F2'5 SHNAISE [RUOISEHAI]
980'2e - 930'6T - - . - 98047 Busyssqnd pue Bunug
(74 ] - L8468 - - - - 1S58 sanE) ||uLkey
joFih 4 55¢'L 1959 - - - - gLLe I8y
15T ip - 16T Ay - - - oru'E LISy seiiddns Bunriadg
DLEL - 048'L - - - - LY salddns 3G
v - L - - - - PEO'L sagy djysiagquay
Finl ] . LETSE - - - - ioe'sT Saueng|
188'SLE - BTN - . - - L8g'siE sjauaq aadoduy
ar'zL - aTL - - - - L'z FHALE PRIBLUCT)
0.0'81 - bat'el - - - B oLogl SUSHEI UGS
. ssampuady
528" 200T - seRirde san'el BEFEL 54N 5¢1'08 9960 48" SANUBASY fELUag (BjoL
FEEAT - T 94T - - B BLGEL BNUENAL IO
GG - 60L'0% - - - BOL"IY . SELIOUINL PUR SUOCRNOUNIG T
Log‘Ls - Los'18 Zntol $25'SL - 9ET'E SEE'NE QWwosL) JUAUNSIAY|
oograst - 00E'BEE - - - - 006'661 SAMIBLIG] PR SSUl
€20l - £el'0L - - - - e2L'0k saniaas o) sabineyn
S9ELZ - - Fgd " - . - [ =T Fd aNYaN RIBYS 2IBIT
$8L'699') - 59475991 - - (41 - 9’508 % saxey Auadoayg
. “Sanianay
SORIAROY JO {6 210N) LT JuslLmopL wanrdinbg pURg SJeDowR A pue pung
S|aLE G suSLgShIpYY walosd ELTREL SKORNOQUIUGS [E13US5)
[Edes g8

BOOZ 0% AMNC 03N Al
SALAILDY 30 LNIWILYLS FIDNYIYE QNN
NI SADNVHT ONY SIHNLANIAKE
“ANNAATH TYLINSHNYIAOD 40 LNIHALYLS
AMTHEN LOTLEID IDINEYD TTIMOH



11
HOWELL CARNEGIE DISTRICT LIBRARY

NOTES TC FINANCIAL STATEMENTS

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity:

The Howell Carnegie District Library (the Library) was
organized in 1988 under the provisions of Public Act
164 of 1955, and is considered a local governmental
unit. The Howell Carnegle District Library officially
amended its Articles of Incorporation to be known as
the Howell Carnegie District Library in March of 2002.

The District Library's borders encompass the Library
of Howell and portions of the following townships
included in the Howell Public Scheool District in 1988;
the Townships of Brighton, Cohoctah, Deerfield, Genoa,
Hamburg, Handy, Howell, Tosco, Marion and QOceocla.
Properties in each governmental unit are assessed as
of December 31 and the related property taxcs become a
liecn on December 1 of the following year. These taxes
are due February 14 with the final collection date of
Fcbruary 28 before they are added to the county tax
rells. :

The Tibrary has determined that no entities should be
conselidated inte its basic financial statements as
component units. The criteria for including a component
unit include entilies for which the government is
considered to be financially accountable. Therefore,
the reporlting entity consists only of the primary
government. |

Library- Wide and Fund Financilal Statements:

The Library-wide financial statements (i.e., the
statement of net aszsets and the statement of .
activities) report information on all of the non-—
fiduciary activities of the primary government. For
the most part, the effect of interfund activity has
been removed from these statements. '

Major individual governmental funds are reported as
separate columns in the fund financial statements.
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NOTES TO FINANCTIAL S3TATEMENTS (Continued)

Note 1. SUMMARY OF SIGNILEICANT ACCOUNTING POLICIES {(Continued)

Measurement Focus, Basis of Accounting, and Financial
Statement Presentation:

The Library-wide financial statements are reported
using the economic resources measurement focus and
the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of
related cash flows, property taxes are receognized as
revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial. statements are reported
using the current financial rescurces measurement focus
and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and
available. Revenues are conslidered to be available when
they are collectible within the current period or
soon encugh thereaflfler to pay liabilities of the
current period. For this purpose, the government
considers revenues to be available 1f they are
cotlected within 60 days of the end of the current
fiscal period. Expenditures generally are reccrded
when a liakility is incurred, as under accrual
accounting. However, debt service expenditures, as
well as cxpenditures related to compensated absences
and claims and Judgments, are recorded only when payvment
is duc.

Property taxes received, intergovernmental revenues
and interest assoclated with the current fiscal
period are all considered to be susceptible to
accrual and so have been recognized as revenues of the
current fiscal period. All other yevenue items are
considered to be measurable and available only when
cash is received by the Library.

The Library reports the feollowing major governmental
funds:
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NOTRS TO FINANCIAL STATEMENTS {(Continued)

Nete 1. SUMMARY OF SIGNIFICANT ACCOQUNTING POLICIES {Continued)

The General Fund is the Library's primary operating
fund. It accounts for all financial resources of the
general government, except those reguired to be
accounted for in another fund.

The Contrikbutions and Memorials Fund accounts for
resources accumialated that are restricted to
expenditures identified by the contributor.

The Debt Service Fund accounts for the resources
accumulated and payments made for principal and
interest on long-term general obligation debt of the
Library.

The Capital Project-Eguipment Fund accounts for
the resources and major capital equipment purchases
of the Library.

The Endowment Fund accounts for resources that are
legally restricted to the extent that only earnings,
and not principal, may be used for purposes that
support specific library programs.

Private-sector standards of accounting and financial
reporting issued prior to December 1, 1289, generally
are followed in the Library-wide financial statements
to the extent that those standards do not conflict
with or contradict guidance of the Governmental
Accounting Standards Board. The Library has elected
not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has
been eliminated from the Library~wide financial
Statements.

When both restricted and unrestricted resocurces are
available for use, it is the Library's policy to use
restricted rescurces first, then unrestricted resources
as they are needed. The exception to this policy lies
in the area of fthe endowment fund in which
availakble spendable resources have not been
appropriated.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Ccontinued)
Deposits and Investments:

The Library's cash and cash egquivalents are considered
to be cash on hand, demand deposits and short-texrm
investments with original maturities of three months or
less from the date of acguisition.

State statutes authorize the Library to depesit in
the accounts of federally insured banks, credit
unions, and savings and loan associations, and to invest
in cbligations of the U.3. Treasury and agencies,
certain commercizal paper, repurchase agreements,
bankers' acceptances, and mutual funds composed of
ctherwise legal investments.

Investments are reported at failr value.
Receivables and Payables:
Activity between funds that are representaltive of

Tending/borrowing arrangements outstanding at the cnd
of the fiscal vear are referred to as eilher "due

to/from other funds” (i.e., the currcent portion of
interfund loans) or "advances to/from cother funds"
(i.e., the non-current porticn of intecrfund loans).

There were no such interfund loans outstanding as of
year-end. All other outstanding balances between funds
are reported as "due to/from other funds™.

Capital Assets:

Capital assets, which include buildings, eguipment,
furniture and fixtures, and materials are reported
in the Statement of Net Assets column in the basic
financial statements. Capital assets are defined by the
Library as assets with an initial, indiwvidual cost of
more than 85,000, and an estimated useful life in
excess of two years. Such assets are recorded at
historical cost or estimated historical cost if
purchasaed or constructed. Donated capital assets are
recorded at estimated fair value at the date of
donation.
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Note 1. SUMMARY OF SIGNIDFICANT ACCOUNTING POLICIES (Concluded)

The costs of normal maintenance and repairs that do not
add to the walue of the asset or materially extend
assets lives are not capitalized.

Major ocutlays for capital assets and improvements are
capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets
is included as part of the capitalized value oL the
assets constructed. No such interest expense was
incurred during the current fiscal year.

Capital assets of the primary government are depreciated
using the straight-line method over the following
estimated useful lives:

Assels Years
Buildings and improvements 15 — 50
Equipment ' 5 - 10
Furniture and fixtures 5 ~- 20
Materials 3 =7

Compensated Abscnces:

The Library allows employees to accumulate unused
compensated absences. The Library allows employees up
to 720 hours of sick time. Vacation Lime lapses on the
employees' anniversary date onc year from the date
earned. The Librarv's liability for compensated absences
is included in the government-wide financial statements.

Fund Equity:

In the fund financial statements, governmental funds
report reservaticns of fund balance for amcounts that
are not available for appropriation or are legally
restricted by cutside parties for use for a specific
purpose. Designations of fund balance represent
tentative management plans that are subject to change.

Note 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Budgetary Information:

Annual budgets are adopted, on a basis consistent
with generally accepted accounting principles (GAAP),
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NOTES TO FINANCIAL STATEMENTS (Continued)

STEWARDSHIP, COMPLIANCE, AND ACCCUNTABILITY {Concluded)

le

for the general and special revenue funds. All annual

appropriations lapse at fiscal year end.

The General and Special Revenue funds are under
formal budgetary control. Budgets shown in the

- financial statements are adopted on a basis consistent

with GAAP, and are not significantly different from the

modified accrual basis used to reflect actual results,
and consist only of those amounts contained in the
formal budget as originally adopted and as amended by

the Beoard. The bhudget for the General Fund is adopted on
a categorical level, and the budgets for Special
Revenue Funds are adopted on a fund basis.
DEPOSITS AND INVESTMENTS
Cash and
Cash .
Fguivalenits Investments Total
Statemcnt of Net Assets
Deposits $ 32,000 1,209,195 1,241,195
Petty cash 255 - 255
Commexcial paper _ - 1,092,610 1,092,610
Total $ 32,255 2,301,805 2,334,060

Michigan law authorized the Library to deposit and invest in:

1.

Bonds, bills or notes of the Uniled States; obligations,
the principal and interest of which are fully
guaranteed by the United States:; or obligations

of Lhe State. In a primary or fourth class school

district, the bonds, bills, o©or nctes shall be
payable at the option of the holdexr upon not

more than 20 days notice or, if not so payable,
shall have maturity dates not more than 5 years

after the purchase dates.

Certificates of deposit insured by a State of national
bank, savings accounts of a state or federal savings and
loan asasociation, or certificates of deposit or share

certificates of a state or federal credit union organized

and authorized to operate in this State.

Commercial paper rated prime at the time of purchase and

maturing not more than 270 days after the date of purchase.
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Note 3. DEPOSITS AND INVESTMENTS (Continued)

4. Securities issued or guaranteed by agencies or
instrumentalities of the United States government or
federal agency obligations repurchase agreements, and
bankers' acceptance issued by a bank that is a member of
the federal deposit insurance corperation.

5. Mutual funds composed entirely of investment vehicles that
are legal for direct investment by a school district.

6. Investment pocls, as authorized by the surplus funds
investment pool act, composed entirely of instruments that
are legal for direct investment by a school district.

The library chooses to disclose its investments by specifically
identifying cach. As of year-end, the Library had the following
depesits and invesiments.

Deposit/ Investment Malurily Fair Value Rating

Bank deposits and money markets N/A 51,241,195 N/A

Amcrican Express commercial paper <1 year 590,480 -1

General Electric commercial paper <1l year 502,130 ARA
$2,333,805

Investment and Deposit Risk

Interest Rate Risk - State law limits the allowakle investments
and the maturities ol some of the allowable investments as
identified in the 1list of investments above. The Library's
investment policy does not have specific limits in excess of
State law on investment maturities as a means of managing 1ts
exposure to fair wvalue losses arising from increasing interest
rates. Maturity dates for investments, as applicable, are noted
above.

Credit Risk - State law limits investments to specific
government securities, certificates of deposit and bank accounts
with qualified institutions, commercial paper with specific
maximum maturities and ratings when purchased, bankers
acceptances of specific financial institutions, qualified mutual
funds and qualified external investment pools as identified in
the list of authorized investments above. The Library's
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DEPOSITS AND INVESITMENTS (Concluded)

investment policy does not have specific limits in excess of
state law on investment credit risk., The ratings for each
investment are identified above for investments held at year-
end.

Custodial Credit Risk - Deposits. Custodial credit risk is the
risk that in the event of a bank failure, the Library's deposits
may not be returned. State law does not require and the Library
does not have a policy for deposit custodial credit risk. The
total deposits were reflected in the accounts of the bank
(without recognition of checks written, but not yet cleared, or
of deposits in transit) at $1,243,669. Of that amount, 8$37,047
was covered by federal depository insurance and $1,206,622 was
exposed to custodial credit risk because it was uninsured and
uncollateralized.

Custodial Credit risk - Investments. [For an investment,
custodial credit risk is the risk that in the event of the
failure of the counterparty, the Library will not 'be able to
recover the value of its investmcnts or collateral securities
that are in the possession of an outside party. State law does
not require and the Library does not have a policy for
investment custodial credit risk. The Library's total
investments of $1,092,610 are in short term commercial paper
rated A-1 by a national rating agency. Of this amount, 3$500,000
was covered by Securitics Investor Protection Corporation
insurance and $592,610 was exposzsed to custodial credit risk
because it was uninsured and uncollateralized. These investments
are in short-term investment pools that are reglstered with
Securities Exchange Commission (the "SEC"). The investment pools
operate in accordance with appropriate state laws and
regulaticns. The reported value of the pool is the same as the
fair value of the pocl shares. The short-term investments are
not required to be classified according to custeodial credit risk
since they are not evidenced by securities that exist in
physical or bhook entry form. -

Concentration of Credit Risk - State law limits allowable
investments but does not limit concentration of credit risk as
identified in Tthe list of authorized investments above. The
Library's investment pclicy does not have specific limits in
excess of State law on concentration of credit risk. All
investments held at year-end are reported above.
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Receivables as of year-end for the Library's individual major
funds are considered 100% collectable and are to be collected
within one year. Accordingly, no allowance for uncollectible

receivables has been established.

CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2008 was as

follows:

Governmental activities
Capital assets not
depreciated:
Land 13
Construction in
progress

Total capital assets not
being depreciated

Capital assets being
being depreciated:
Building and
improvements
Equipment
Furniture and fixtures
Materials

Total capital assels
being depreciated

Less accumulated
depreciation
Buildings and
improvements
Equipment
Turniture and fixtures
Materials

Total accumulated
depreciation {

Total capital assets
being depreciated,
net

Governmental activities
capital assets, net

Beginning
Balance Increases
559,655 -
%85, 255 —
4,493,059 -
846,726 124,554
583, 334 12,547
1,319,487 217,896
7,282,606 362,087
{984, 367} {94,139)
(767,739) {40,2259)
(270,449} {36,765}
{808,329} (209,740}
2,831,484 (380,877}
4,451,122 {18, 760}
$5,036,377 {18, 780}

Ending

Decreasss Balance
- 559, 655
— 25,600
- 585,255
- 4,493,059
{51,024) 960,256
{1,300) BO1,581
{56,934} 1,480,549
{109,258} 7,535,445
- {1,079,106)
45,825 {758,143)
1,044 {306,174)
56,934 {961,135)
107,803 {3,104,558)
{1,455} 1,430,887
_. {1,455) 5,016,142
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ACCUMULATED ABSENCES

Compensated absences are typically liguidated through sources
from the general fund. -

Balance Additions Reductions Balance

Compensated
absences $__ 202,555 — 10,441 192,114

RISK MANAGEMENT

The Library is exposed to various risks of loss related to
torts; theft of, damage to, and distribution of assets; errors
and omissions; injuries to employees and natural disasters. The
Library has purchased commercial insurance for comprehensive
liability, motor vehicle physical damage and property and crime
coverage through the Michigan Municipal League (MML). Scttled
claims relating to the commercial insurance have not exceeded
the amount of insurance coverage in any of the past three fiscal
years.

All claims of the Library, after meeting the deductible
requirements, are paid by MML. MML is responsible for any claims
in excess of deductible amounts up to a maximum limit of
35,000,000. The Library's policy is to recognize the annual
premium cost as expenditures. The expenditures for the year
ended June 30, 2008 were $25,337.

The Library is also a member of Lhe Michigan Municipal Workers
Compensation und. Premiums from participants are combined to
provide all members with coverage for claims. The premiums and
interest thereon are used to pay claims, administrative expenscs
and to purchase reinsurance to protect the fund from
excepticnally large losses. In the event of a deficit in a fund
year, assessments could be made against the members. No such
assessments have been made against the Library in any of the
past three fiscal years. The Library's policy is to recognize
the annual premium cost as expenditures. The expenditures for
the year ended June 30, 2008 were 31,367.

DEFINED BENEFIT PENSION PLAN

The following brief description of the Library's Employee’s
Retirement Plan (the "Plan"} is provided for general informaticn
purposes only. Participants should refer to the Plan agreement
for more complete information.
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DEFINED BENEFIT PENSION PLAN (Continued)
A, Plan Description

The Library's defined benefif pension plan provides retirement
and disability benefits, annual cost-of-living adjustments, and
death benefits to plan members and beneficiaries. The Library
participates in the Municipal Employees Retirement System of
Michigan (MERS), an agent multiple-employer plan administered by
the MERS Retirement Board. Bct No. 427 of the Public Acts of
1984, as amended, establishes and amends the benefit provisions
of the participants in MERS.

The Municipal Employees Retirement System of Michigan issues a
publicly available financial report that includes financial
statements and reguired supplementary information for MERS. That
report may be obtained by writing to the Municipal Employees
Retirement System of Michigan, 447 N. Canal Road, Lansing,
Michigan 48917 or by calling 800-767-6377,

B. Eligibility

The Plan provides eligible participants with retirement
benefits. All retirement benefits fully vest at age 60 with ten
years of credited service. Employees may retire with reduced
benefils at age 55 with 15 years of credited service and age 50
with 25 years of credited service. Annual retirement benefits
are pavable monthly in an amount equal to 2.0% o2f the retirees
final average compcnsation.

At December 31, 2007 the Plan Participants consisted of:
Retirees and beneficiaries currently

receiving benefits, terminated vested
not receiving benefits and long-term

disabled employees 3
Current employees 10
Total 13

C. Required Contributions

The Library is required to contribute at an actuarially
determined rate, which was 9.34% for the year ended June 30,
2008, Employees are currently not required to contribute to the
Plan. The contribution reguirements of the Library are
established, and may be amended by the Retirement Board of MERS.
The contribution reguirements of plan members, i1f any, are
established and may be amended by the Library, depending on the
MERS contribution program adopted by the Library.
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DEFINED BENEFIT PENSION PLAN (Conltinued)
D. Summary of Significant Accounting Policies
1. Method used Lo value assets

The actuarial value of assets is determined on the basis of
a method that calculates expected investment income at the
valuation rate of return and adds a portion of the
difference between the expected investment income and
actual investment income earned on a market value basis.
The difference in investment income between expected return
and market return is recognized over a 5S-year period at the
rate of 20% per vear.

2. Annual pensicn cost and net pension obligaticns

The Library's annual pension cost and net pension
obligation to the pension plan for the current year was as

follows:
June 30,
2008

Annual required contribution/pension cost s 37,380
Contribution made : {37,380}
Increase (decrease) in nel pension obligation -
Net pension obligation, beginning of year . -
Net pension obligation, end of year S .-

The annual reguired contribution for the current vear was
determined as part of the December 31, 2003 actuarial wvaluation
using the entry age actuarial cost method. Benefits are funded
on a level percentage of earnings from each participant's date
of participation to assumed retirement date. The effect of plan
improvements and changes in assumptions are amortized over 30
vears. The actuarial assumptions included f{a) 8% investment rate
of return on the investment, compounded annually and (D)
projected salary increases of 4.5% per year compounded annually.
There 1is no assumption for cest of living or inflationary
adjustments. Concentraticns of investments in a single
organization of 5% or more cannot be determined due to the
pooled nature of the fund.
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DEFINED BENEFIT PENSICN PLAN (Concluded)
E. Trend Information

Three ¥Year Trend Information

Annual Percentage Net
Pension : of APRC Pension
Year Cost (APC} . Contributed Obligation
06/30/2006 37,650 100% -
06/30/2007 33,480 100% -
06/30/2008 37,380 100% -

RECONCTLIATION of FUND FINANCIAL STATEMENTS to GOVERNMENT-WIDE
FINANCIAL STATEMENTS

Total fund balance and the net change in fund balance of the
Library’s governmental fund differs from the net assets and
changes in net assets of Lhe governmental activities reported in
the statement of net assets and statement of activities. This
difference primarily results from the long-term economiec focus of
the statement of net assets and statement of activities versus the
current financial resources focus of the governmental fund balance
sheet and staltement of revenue, expenditures, and change in fund
kalance. The following arc rcconciliations of fund balance to net
assets and the net change in fund balance Lo the nel change in
assets.

Total Fund Balance — Modified Accrual Basis 82,413,719
Amounts reported in the slatemenlt of net assets
are different because:

Capital assets are not financial resources,

and are not reported in the funds 5,016,142
Compensated absences are included as a liability (182,114)
Net Assets of General Fund - Full Accrusl Basis 57,237,747

Net Change 1in Fund Balances - Modified Accrual Basis 5 51,239

Amounts reported in the statement of activities

are different because:

Capital outlays are reported as expenditures in
statement of revenue, expenditures, and changes
in fund balance, in the statement of activities,
these costs are allocated over their estimated
useful lives as depreciation:
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Note 9. RRECONCTILIATION of FUND FINANCIAL STATEMENTS to
GOVERNMENT-WIDE FINANCIAL STATEMENTS {(Concluded)

Library bocks and materials 217,997
Maintenance, supplies and capital ocutlay 144,100
Accumulated benefits adjustment 10,441
Loss on disposal of assets ' (1,455)
Depreciation {380,877)

Change in Net Assets of General Fund -
Full Accrual Basis § 41,445
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HOWELL. CARNEGIE DISTRICT LIBRARY
REQUIRED SUPFLEMENTARY INFORMATION
EUDGETARY COMPARISON SCHEDULE

(GENERAL FUND
YEAR ENDED JUNE 30, 2008

Final Variance
Original Amended Actual Favorable
Budget Budget Balances {(Unfavorable)
Revenue
Property taxes $ 1,630,000 1,630,000 1,685,664 35,664
State shared revenue 7.500 7,500 27,365 18,865
Charges for services 16,200 10,200 10,183 (17)
Fines and forfeitures 181,000 181,000 188,900 18,900
Investment income 58,000 58,000 54,335 {3,660)
Other revenue 3,171 3,171 13,519 10,348
Total Revenues 1,889,871 1,888,871 1,870,966 81,095
Expenditures
Contracted services 32,500 32,500 17,691 14,809
Employse benefits 159,500 176,500 175,881 618
Payroll taxas 69,618 69,618 69,731 {112}
Program materials 275850 275,850 278,285 {435}
Repairs and maintenance 210,650 210,850 188,387 22,283
Salaries and wages 909,900 909,800 910,060 {16Q)
Supplies 172,000 155,000 129,653 25,347
Capital outlay 59,852 59,852 17,781 42,071
Total Expenditures 1,688,871 1,889 871 1,785,449 104,422
Excess of Revenues Over Expenditures - - 185,517 185,517
Other Financing Uses
Operating transfers out - {24 ,000) {83,848) {55,848)
Excess of Revenues
over (under) Expenditures and Other Uses - (24,000) 101,871 125,871
Fund Balance - Beginning 1,867,778 . 1,667,778 1,667,778 -

Fund Balance - Ending $ 1867778 1,643,778 1,769,649 125,871




HOWELL CARNEGIE DISTRICT LIBRARY
REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

CONTRIBUTIONS AND MEMORIALS
YEAR ENDED JUNE 30, 2008
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Fina! Variance
Criginal Armended Actual Favorable
Budget Budgat Balances {Unfavorable)
Revenue
Invesiment income 3 2,780 2,750 3,436 686
Contributions and memorials 32,800 32,900 465,709 13,808
Other revenue ' 150 150 - {150)
Total Revenues 33,050 33,050 46,708 13,658
Expenditures
Program materials 3,700 3,700 3,334 365
Capital autlay 32,100 432,100 38,667 3,433
Tetal Expenditures 35,800 48 800 43,001 3,780
Excess (Deficiency) of Revenues Over {Under) Expendifures (2,750} {13,750) 3,708 17,458
Fund Balance - Beginning 92,087 82,087 92,087 -
Fund Balance - Ending 3 89,337 78,337 95,795 17,458




HOWELL CARNEGIE DISTRICT LIBRARY

REQUIRED SUPPLEMENTARY INFORMATION
UNAUDITED

DEFINED BENEFIT PENSION PLAN TEEND INFORMATION

SCHEBULE OF FUNDING PROGRESS

Actuarial DARL, as a
Aucrued Parcentage
Actuarial Liakiliry Unfunded af
hatuarial Value of {AAL) BAAL Funded Covered Covered
Valuation Assets -Entry Age {JARL) Ratio Payroll Fayroll
{Date) (a1} {b) th-a} (a/b) {c) ({v=a) fc)
12/31/03 473,470 660,975 187,505 72% 340, 588 52%
12/31/04 530,856 636,235 105,439 83% 351,463 30%
12731705 &0L1,542 754,427 152,885 g0% 320,422 39%
12731706 678,556 771,969 93,413 BEY 388,891 24%

12733707 761,639 854,510 107,876 88% 431,073 25%
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PAYID L. BREDERNITZ, CPA

To the Board of Directors
Howell Carnegie District Library
Howell, Michigan

In planning and performing our audit of the financial
statements of the Howell Carnegie Districlt Library as of and for
the year ended June 30, 2008, in accordance with auditing
standards generally acceptcd in the United States of America, we
considered the Howell Carnegie District Library’s internal
control cover financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of
expressing cur opinicn on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control. Accordingly, we do not exXpress
an opinion on the effectiveness of the Organization’s internal
control. '

A control deficiency exists when the design or operation of
a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A significant deficiency
is a contrel deficiency, or a combination of control
deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that
a misstatement of the entity’s financial statements that is more
than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or a
combinaticn of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the
entity’s internal control.



To the Beard of Direclors
Howell Carnegie District Library
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Our consideration of internal control was for the limited purpose
described in the first paragraph and would not necessarily ldentify all
deficiencies in internal control that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined abkove.
'However, we identified the following deficiency in internal contrel that
we consider to be a significant deficiency.

During the audit, we had conversations with key finance personnel
regarding the calculation of depreciation on the entity’s depreciable
assets. The recalculation of the depreciation resulted in an adjustment
that we consider to be significant to the financial statements.

The entity’s bookkeeper is a competent individual who has a good
understanding of the operations and an impressive grasp of its challenges.
She also has a solid accounting background; however, we recommend the
following:

¢+ The implementation of a ncw process or purchase of
commerclally available depreciation software that can
accurately calculate depreciation based on the date in
service. The new software will have added bhenefits to
allow for tracking assets from year to year, disposing of
assets, and maintaining accumulated depreciation.

In addition, we noted other matters involving the internal control and its
operation that we have reported to management of the Howell Carnegle
District Library in a separate letter dated September 5, 2008.

This communication is intended solely for the information and use of
management, the Board of Directors, and others within the organization,
and 1s not intended to be and sheould ncot be used by anycne other than

these specified parties.
Weg, 7C0 P
5 fg/y“fr )

Howell, Michigan
September 5, 2008



BEREDERNITZ, WAGNER & CO,, P.C.
Ger/fﬁéof Fublic Aecountants

109 WEST CLINTON STREET
HOWELL, MICHIGAN 48843
(517) 5462130
| BAX(517) 346-3552

PRINCTPALS MEMBERS

RAYMOND H. COOFER. JR., CPA, CFP

MICHIGAM ASS
GRESORY D. CLUM, CPA, COFM ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS

AMERICAM INSTITUTE GF CERTIFIED FUBLIC ACCOUNTANTS

CONSULTANTS

DAVID L. BREDERNITZ, CPA

To the Board of Trustees and

the Director of the

Howell Carnegie District Library
Howell, Michigan

In planning and performing our audit of the financial statements of
the Howell Carnegie District Library for the year ended June 30,
2008, we considered the Organization’s internal control over
financial reporting (internal control} as a basis for designing our
auditing procedures for the purpose ot expressing an opinion on the
financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Organization’s internal control.
Nccordingly, we do not express an opinion on the effectiveness ol the
Crganizaticn’s internal control.

However, during our audit we became aware of several matters
that are opportunities for strengthening internal controls, improving
operating efficiency and reducing expcnses. The memorandum that
accompanies this letter summarizes our comments and recommendations
regarding those malters. A separate report daled September 5, 2008,
contains our report on a significant deficiency which i1s not
considered a material weakness in the Organization’s internal
control. This letter does not affect our report dated September 5,
2008, on the financial statements of Howell Carnegle District
Library. -

We will review the status of these comments during our next
audit engagement. We have already discussed many of these comments
and recommendations with various Organization personnel, and we will
be pleased to discuss them in further detail at your convenience, to
perform any additional study of these matters, or to assist you in
implementing the recommendations. '

Sincerely,
BREDERNITZ, WAGNER & CC., P.C.

D o

reggd . Clum, C.P.A.
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STATUS OF PRIOR YEAR RECOMMENDATIONS:
1. During the audit it was noted that the bank listed a person as

being an authorized signer, when in fact that persen is no longer
affiliated with the organization.

Only current authorized employees should be responsible for such an
important control over cash disbursements. In an effort to maintain
strong controls, we suggest that management annually review the
authorized check signers on record with the bank and make any
necessary updates as soon as possible.

It is acknowledged that the organization felt it had taken proper
steps to ensure the proper people are listed at the bank as
anthorized signers, however, the confirmation process used during
the audit indicaled the discrepancy.

Status: Implemented.

2. During our test of deposits we found that deposits are not being
made on a timely basis.

It is important that the receipt of all money by Library personnel
be deposited in a timely manner. Consideration should be given to
adopting a policy that governs how often deposits should be made
and the procedures to be followed. This will help reduce the
possibility of theft and will safequard cash receipted by library
perscnnel.

Status: During the current audit, this was again noted as occurring
in a least one instance of ocur testing.

3. In reviewing the checking account, it was noted that outstanding
checks over 60 days are listed on the bank reconciliation.

Outstanding checks that are more than 60 days old should be
canceled as a part of control over cash disbursements. These
outstanding checks should be investigated, adjusted for separately,
and payment stopped at the bank, as considered necessary.

Status: This was noted again as occurring in the current audit.
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CORRENT YEAR RECCMMENDATIONS:

1.

During our testing of the accrued sick and vacation account, it was

noted that the rate used for each employee is the rate that is

effective the first day of the new fiscal year.

Proper tracking of accrued sick and vacation 1s an important factor
in determining the proper long-term liability of the entity. Using
a rate that is effective for the pay period after the year-end will
result in an overstatement of accrued sick and vacation. So that
accrued sick and vacation is accurately stated, we suggest the
implementation of a process that uses the correct pay rate in
effect at year end to calculate accrued leave.



